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ATTACHMENT NO. 1B
PHASING MAP

[TO BE INSERTED]
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Track Zero Boundary

Source: Urban Design Associates, February 2004.
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ATTACHMENT NO. 2

LEGAL DESCRIPTION OF THE SITE

LEGAL DESCRIPTION
BEING A PORTION OF THE EAST GARRISON
OF FORT ORD MILITARY RESERVATION
MONTEREY COUNTY, CALIFORNIA

CERTAIN REAL PROPERTY SITUATE IN MONTEREY CITY LANDS TRACT NO. 1,
COUNTY OF MONTEREY, STATE OF CALIFORNIA, DESCRIBED AS FOLLOWS:

BEING A PORTION OF PARCEL 1, AS SAID PARCEL 1 IS SHOWN AND SO
DESIGNATED ON THAT CERTAIN RECORD OF SURVEY RECORDED JUNE 26, 2000,
IN VOLUME 23 OF SURVEYS AT PAGE 104, IN THE OFFICE OF THE COUNTY
RECORDER OF MONTEREY COUNTY, MORE PARTICULARLY DESCRIBED AS
FOLLOWS:

BEGINNING AT A POINT ON THE NORTHEASTERN LINE OF SAID PARCEL 1, SAID
POINT BEING THE SOUTHEASTERN TERMINUS OF THAT CERTAIN COURSE
DESIGNATED AS "(SOUTH 57°53'16" EAST) (1,442.38 FEET)" ON SAID RECORD OF
SURVEY:

THENCE, FROM SAID POINT OF BEGINNING, ALONG SAID NORTHEASTERN LINE
AND SOUTHEASTERN LINE OF SAID PARCEL 1, THE FOLLOWING NINE (9)
COURSES:

1) NORTH 86°10'27" EAST 647.59 FEET,
2) SOUTH 50°06'58" EAST 317.97 FEET,

3) SOUTH 74°46'08" EAST 287.64 FEET,
4) SOUTH 58°35'42" EAST 324.17 FEET,
5) SOUTH 40°05'11" EAST 697.82 FEET,
6) SOUTH 27°33'51" EAST 478.75 FEET,
7) SOUTH 09°43'24" EAST 277.22 FEET,

8) SOUTH 38°47'16" WEST 464.82 FEET AND

9) SOUTH 36°27'16" WEST 553.37 FEET;
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THENCE, LEAVING SAID SOUTHEASTERN LINE, SOUTH 73°07'44" WEST 50.80 FEET;
THENCE, NORTH 08°08'06" EAST 62.52 FEET; THENCE, NORTH 05°15'27" WEST 94.71
FEET;

THENCE, ALONG THE ARC OF A TANGENT 115.00 FOOT RADIUS CURVE TO THE
LEFT, THROUGH A CENTRAL ANGLE OF 73°21'05", AN ARC DISTANCE OF 147.23
FEET; THENCE, NORTH 78°36'32" WEST 632.84 FEET;

THENCE, SOUTH 86°20'31" WEST 521.93 FEET,;

THENCE, ALONG THE ARC OF A TANGENT 150.00 FOOT RADIUS CURVE TO THE
RIGHT, THROUGH A CENTRAL ANGLE OF 71°15'51", AN ARC DISTANCE OF
186.57FEET,;

THENCE, NORTH 22°23'38" WEST 71.92 FEET TO A POINT ON THE WESTERN LINE OF
PARCEL 17, AS SAID PARCEL 17 IS SHOWN AND SO DESIGNATED ON THAT
CERTAIN RECORD OF SURVEY, RECORDED JANUARY 31, 1997, IN VOLUME 20 OF
SURVEY MAPS AT PAGE 110, IN SAID OFFICE OF THE COUNTY RECORDER OF
MONTEREY COUNTY;

THENCE, ALONG SAID WESTERN LINE, THE FOLLOWING THREE (3) COURSES:

1) ALONG THE ARC OF NON-TANGENT 230.00 FOOT RADIUS CURVE TO
THE
RIGHT, FROM WHICH THE CENTER OF SAID CURVE BEARS SOUTH
54°30'22" EAST, THROUGH A CENTRAL ANGLE OF 10°28'32", AN ARC
DISTANCE OF 42.05 FEET,

2) NORTH 45°58'10" EAST 276.86 FEET, AND

3) ALONG THE ARC OF A TANGENT 970.00 FOOT RADIUS CURVE TO THE
LEFT, THROUGH A CENTRAL ANGLE OF 00°32'15", AN ARC DISTANCE
OF 9.10 FEET TO A POINT ON THE SOUTHERN LINE OF PARCEL 11, AS
SAID PARCEL 11 IS SHOWN AND SO DESIGNATED ON SAID RECORD
OF SURVEY (20 SURVEYS 110);

THENCE, ALONG SAID SOUTHERN LINE AND WESTERN AND NORTHERN LINES OF
SAID PARCEL 11 (20 SURVEYS 110) THE FOLLOWING SEVENTEEN (17) COURSES:

1) NORTH 47°43'00" WEST 58.68 FEET,

2) ALONG THE ARC OF A TANGENT 45.00 FOOT RADIUS CURVE TO THE LEFT,
THROUGH A CENTRAL ANGLE 38°38'00", AN ARC DISTANCE OF
30.34 FEET,

3) ALONG THE ARC OF A COMPOUND 570.00 FOOT RADIUS CURVE TO THE
LEFT, FROM WHICH THE CENTER OF SAID CURVE BEARS SOUTH
03°39'00" WEST, THROUGH A CENTRAL ANGLE OF 14°16'00", AN ARC
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DISTANCE OF 141.93 FEET,

4) ALONG THE ARC OF A REVERSE 580.00 FOOT RADIUS CURVE TO THE

5)

6)

7)

8)
9)

10)

11)

12)

13)

14)

15)

16)

RIGHT, FROM WHICH THE CENTER OF SAID CURVE BEARS NORTH
10°37'00" WEST, THROUGH A CENTRAL ANGLE OF 19°59'30", AN ARC
DISTANCE OF 202.37 FEET,

ALONG THE ARC OF A REVERSE 1,220.00 FOOT RADIUS CURVE TO
THE

LEFT, FROM WHICH THE CENTER OF SAID CURVE BEARS SOUTH
09°22'30" WEST, THROUGH A CENTRAL ANGLE OF 03°42'40", AN ARC
DISTANCE OF 79.02 FEET,

NORTH 84°20'10" WEST 842.92 FEET,

ALONG THE ARC A TANGENT 1,970.00 FOOT RADIUS CURVE TO THE
LEFT, THROUGH A CENTRAL ANGLE OF 08°42'50", AN ARC DISTANCE
OF 299.61 FEET,

SOUTH 86°57'00" WEST 212.93 FEET,

ALONG THE ARC OF A TANGENT 355.00 FOOT RADIUS CURVE TO THE
RIGHT, THROUGH A CENTRAL ANGLE OF 29°19'10", AN ARC
DISTANCE OF 181.66 FEET,

NORTH 63°43'50" WEST 166.36 FEET,

ALONG THE ARC OF A TANGENT 320.00 FOOT RADIUS CURVE TO THE
LEFT, THROUGH A CENTRAL ANGLE OF 44°56'30", AN ARC DISTANCE
OF 251.00 FEET,

ALONG THE ARC OF A REVERSE 1,030.00 FOOT RADIUS CURVE TO
THE RIGHT, FROM WHICH THE CENTER OF SAID CURVE BEARS
NORTH 18°4020" WEST, THROUGH A CENTRAL ANGLE OF 06°03'10",
AN ARC DISTANCE OF 108.81 FEET,

SOUTH 77°22'50" WEST 292.82 FEET,

ALONG THE ARC OF A TANGENT 370.00 FOOT RADIUS CURVE TO THE
LEFT, THROUGH A CENTRAL ANGLE OF 09°50'40", AN ARC DISTANCE
OF 63.57 FEET,

ALONG THE ARC OF A REVERSE 445.00 FOOT RADIUS CURVE TO THE
RIGHT, FROM WHICH THE CENTER OF SAID CURVE BEARS

NORTH 22°27'50" WEST, THROUGH A CENTRAL ANGLE OF 33°08'00",
AN ARC DISTANCE OF 257.34 FEET,

NORTH 10°40'10" EAST 60.00 FEET, AND
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17) ALONG THE ARC OF A NON-TANGENT 385.00 FOOT RADIUS CURVE THE LEFT,
FROM WHICH THE CENTER OF SAID CURVE BEARS NORTH 10°40'10" EAST,
THROUGH A CENTRAL ANGLE OF 13°57'59", AN ARC DISTANCE OF 93.85 FEET TO A
POINT ON THE WESTERN LINE OF SAID PARCEL 12, AS SAID PARCEL 12 IS SHOWN
AND SO DESIGNATED ON SAID RECORD OF SURVEY (20 SURVEYS 110);

THENCE, ALONG SAID WESTERN LINE, THE FOLLOWING ELEVEN (11) COURSES:

1)
2)

3)
4)

5)

6)

7)

8)

9

10)

11)

NORTH 05°46'10" WEST 243.25 FEET,

ALONG THE ARC OF A TANGENT 530.00 FOOT RADIUS CURVE TO THE
RIGHT, THROUGH A CENTRAL ANGLE OF 06°12'50", AN ARC DISTANCE OF
57.48 FEET,

NORTH 00°26'40" EAST 123.80 FEET,

ALONG THE ARC OF A TANGENT 5,030.00 FOOT RADIUS CURVE TO THE
RIGHT, THROUGH A CENTRAL ANGLE OF 00°40'40", AN ARC DISTANCE OF
59.50 FEET,

NORTH 01°07'20" EAST 371.18 FEET,

ALONG THE ARC OF A TANGENT 90.00 FOOT RADIUS CURVE TO THE LEFT,
THROUGH A CENTRAL ANGLE OF 53°27'20", AN ARC DISTANCE OF 83.97
FEET,

NORTH 52°20'00" WEST 57.65 FEET,

ALONG THE ARC OF A TANGENT 140.00 FOOT RADIUS CURVE TO THE
RIGHT, THROUGH A CENTRAL ANGLE OF 82°47'00", AN ARC DISTANCE OF
202.28 FEET,

NORTH 30°27'00" EAST 134.37 FEET,
ALONG THE ARC OF A TANGENT 170.00 FOOT RADIUS CURVE TO THE LEFT,

THROUGH A CENTRAL ANGLE OF 89°07'10", AN ARC DISTANCE OF 264.42
FEET, AND

NORTH 58°40'10" WEST 70.02 FEET TO A POINT ON THE SOUTHERN LINE

OF PARCEL 10, AS SAID PARCEL 10 IS SHOWN AND SO DESIGNATED ON
SAID RECORD OF SURVEY (20 SURVEYS 110);

THENCE, ALONG SAID SOUTHERN LINE, NORTH 85°01'10" WEST 480.03 FEET,;

THENCE,

LEAVING SAID SOUTHERN LINE, NORTH 32°14'08" EAST 1,772.68 FEET TO

A POINT ON SAID NORTHEASTERN LINE OF PARCEL 1(23 SURVEYS 104);
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THENCE, ALONG SAID NORTHEASTERN LINE, THE FOLLOWING SEVEN (7)
COURSES:

1) SOUTH 57°45'52" EAST 40.03 FEET,
2) NORTH 00°40'37" WEST 73.68 FEET,

3) SOUTH 56°04'56™ EAST 225.68 FEET,
4) SOUTH 36°20'16" EAST 39.45 FEET,
5) SOUTH 57°36'50" EAST 1,135.76 FEET,

6) SOUTH 21°3529" WEST 41.64 FEET, AND
7) SOUTH 57°53'16" EAST 1442.38 FEET TO SAID POINT OF BEGINNING.

CONTAINING 244.43 ACRES MORE OR LESS.

ATTACHED HERETO IS A PLAT TO ACCOMPANY LEGAL DESCRIPTION, AND BY
THIS REFERENCE MADE A PART HEREOF.

END OF DESCRIPTION
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ATTACHMENT NO. 3

HOUSING DEVELOPMENT AND AFFORDABLE PHASING REQUIREMENTS

[First referenced, Section 108]

A. Affordable Housing Requirements

In each of the three Phases of the Project, six percent (6%) of the residential units shall be
affordable to very low income persons and families, eight percent (8%) of the residential units
shall be affordable to low income persons and families (together, "Rental Affordable Housing"),
and six percent (6%) of the residential units shall be affordable to persons and families of
moderate income (collectively, with Rental Affordable Housing, "Inclusionary Housing"). All
such units shall be subject to regulatory agreements which shall require, among other matters,
that they remain affordable for at least fifty-five (55) years for Rental Affordable Housing and
forty-five (45) years for moderate income Inclusionary Housing. In addition, ten percent (10%)
of the units constructed in Phase 3 of the Project shall be priced for initial sale to persons and
families whose incomes do not exceed Workforce Il levels (150-180% of adjusted median
income) (income restricted on individual sale only, with equity sharing for resales
("Workforce 11 Housing™)). These requirements shall be implemented through Inclusionary
Housing and Workforce I Housing Agreements with County entered into by the Developer, as
referenced in Sections 4 and 5 of Attachment No. 9, and binding on the Rental Affordable
Housing Developers, and, as applicable, developers of moderate income Inclusionary Housing
and Workforce Il Housing pursuant to the Development Approvals.

B. Conditions for Phasing of Rental Affordable Housing (Phases 1, 2 and 3)

1. In all Phases, the development of the income-restricted moderate income
Inclusionary Housing units, and in Phase 3, the Workforce Il Housing, which in the aggregate
comprise 54% of the affordable units, shall be constructed concurrently with and completed at
the same time as market rate units of comparable product type. As used herein, "market rate
units” do not include Inclusionary and Workforce Il Housing or the housing units in the Town
Center. The development of market rate units shall be subject to the phasing requirements of the
Rental Affordable Housing, as applicable, set forth below in this Paragraph B.

2. As a condition for the issuance of building permits for the 315" and above market
rate units in Phase 1, Developer shall have rough graded the Rental Affordable Housing
parcel(s), provided design review for project plans and constructed all the infrastructure
necessary to serve construction of all of the Rental Affordable Housing units for Phase 1.

3. Prior to issuance of building permits for the 299" and above market rate units in
Phase 2, construction of 50% of the Rental Affordable Housing units in Phase 1 shall have
proceeded to the point of full enclosure including weatherproofing. As used herein, the term
"weatherproofing" shall mean framing, roofing and windows.

4, Prior to the issuance of building permits for the 89" and above market rate units
in Phase 3, the Developer shall have obtained certificates of occupancy for 100% of the Phase 1

W02-SF:FDM\61466910.9 Attachment No. 3
-1-



Rental Affordable Housing units and shall have constructed 50% of the Rental Affordable
Housing units in Phase 2 to the point of full enclosure including weatherproofing.

5. Prior to issuance of building permits for the 191st and above market rate units in
Phase 3: (1) the Developer shall have obtained certificates of occupancy for all of the Phase 2
Rental Affordable Housing units; and (2) 50% of the Rental Affordable Housing units in Phase 3
shall have proceeded to the point of full enclosure including weatherproofing.

6. Prior to the issuance of certificates of occupancy for the 192nd and above market
rate units in Phase 3, the Developer shall have obtained certificates of occupancy for all of the
Rental Affordable Housing units in Phase 3.

7. In the event that a Rental Affordable Housing Developer does not secure timely
financing or experiences construction delays or other Enforced Delay under Section 604 of this
Agreement, notwithstanding its best efforts, or is in default under the terms of the Assignment
and Assumption Agreement entered into between Developer and such Rental Affordable
Housing Developer, such that there could be a withholding of building permits and/or certificates
of occupancy for market rate units in the Project under Part B of this Attachment No. 3, William
Lyon Homes, Inc. ("Guarantor"), in its sole and absolute discretion, may execute and deliver to
the Agency one or more guarantees, as applicable, of the completion of the Rental Affordable
Housing units through a completion guaranty substantially in the forms attached to this
Agreement as Attachment No. 18, and, upon delivery of such guarantee(s) to the Agency, the
Agency and the County shall waive, without further condition, compliance with the conditions to
issuance of building permits for market rate units in paragraphs 2 through 5, inclusive, and the
issuance of certificates of occupancy for market rate units in paragraph 6, to which such
guarantee(s) may be applicable.

8. To the extent Guarantor incurs costs in performing under its guarantees pursuant
to Section B.7., above, the amount of such costs shall be deemed Project Costs for purposes of
calculating the Developer's Target IRR (as defined in Section A.3.b. of Attachment No. 4).

C. Market Rate Units (Affiliated Homebuilders). The provisions of this Section C of this
Attachment No. 3 shall apply only to market rate units (as defined in Section B.1., above) to be
constructed by a Member of Developer or an Affiliate of a Member of Developer ("Affiliated
Homebuilder™).

1. Following the filing of final maps and completion of finished lots in accordance
with the Development Approvals, Developer shall commence the sale of lots to vertical
developers, which may include Affiliated Homebuilders, for market rate units in each Phase of
the Project within the times set forth in the Schedule of Performance (Attachment No. 5). The
Developer anticipates that each conveyance will include such number of lots in a Phase for a
particular product category as defined in Exhibit 1 to Attachment No. 9 as Developer shall elect
(each such conveyance of all lots in a product category being a "Community", and each partial
conveyance of lots in a product category being a "Subcommunity”, as defined in Section
A.3.f.(ii) of Attachment No. 4). Each sale of a Community or Subcommunity to an Affiliated
Homebuilder shall be made pursuant to an Assignment and Assumption Agreement
(substantially in the form set forth as Attachment No. 16) and shall include a Schedule of
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Performance which shall include the following provisions, subject to Enforced Delay under
Section 604:

Q) Following the sale of a Community or Subcommunity to an Affiliated
Homebuilder in Phase 1, the Affiliated Homebuilder shall commence and diligently complete the
construction of model home(s) for such Community or Subcommunity within the times set forth
in the Schedule of Performance. Upon the completion of the model home(s), the Affiliated
Homebuilder of such Community or Subcommunity shall commence a sales program (consisting
of a sales office, sales staff and marketing efforts) for the sale of homes and shall sell all homes
(as evidenced by sales contracts) in such Community or Subcommunity within a 12-month
period following the completion of the model home(s) or, in the case of a subsequent
Subcommunity where the model homes have already been constructed, within a 12-month period
following the transfer of the subsequent Subcommunity to the Affiliated Homebuilder. Sales
shall be subject only to close of escrow for homes as they are completed and issued a certificate
of occupancy by the County.

(i) Following the sale of a Community or Subcommunity to an Affiliated
Homebuilder in Phase 2 or 3, the Affiliated Homebuilder shall commence and diligently
complete the construction of any model home(s) for such Community or Subcommunity if not
already constructed as part of a prior Phase, and shall commence a sales program (consisting of a
sales office, sales staff and marketing efforts) for the sale of homes in that Community or
Subcommunity and shall sell all homes (as evidenced by sales contracts) in such Community or
Subcommunity within a 12 month period following the completion of the model home(s), if
applicable, or, if model homes have already been constructed in a prior Phase or in connection
with an earlier Community or Subcommunity, a 12-month period following the transfer of the
Community or Subcommunity to the Affiliated Homebuilder. Sales shall be subject to close of
escrow for homes as they are completed and issued a certificate of occupancy by the County.
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ATTACHMENT NO. 4

FINANCIAL TERMS

[First referenced, Section 201]

A. Land Payment/Agency Participation.

1.

Deposit. Prior to or upon execution of this Agreement by the Agency and
Developer, the Developer shall deliver a deposit of One Hundred Thousand
Dollars ($100,000), as provided in Section 201.a. of this Agreement.

Land Payment. Upon close of escrow, Developer shall pay to Agency One
Million Five Hundred Thousand Dollars ($1,500,000) (subject to adjustment
under Section 202(3) of this Agreement, if any, not to exceed One Hundred
Thousand Dollars ($100,000)), as the initial land payment for conveyance of the
Site to Developer (the "Initial Land Payment™). Developer shall make additional
land payments to the Agency ("Additional Land Payments™) calculated and
payable at the time, and in the manner set forth in Section 3, below, of this Part A.
(The Initial Land Payment and any Additional Land Payments may be referred to
collectively as the "Land Payment.")

In addition, at closing the Developer shall pay to the County or Agency (as
directed by the County), provided Developer is a Named Insured under the FORA
PLL with its allocated policy limits, its pro rata percentage of the County's share
of the premium payments then due by the County, to FORA for the FORA PLL
described in Section 204 of this Agreement, to be calculated as equal to the
percentage of the County policy limits under the FORA PLL allocated by the
County to and accepted by the Developer. By way of example: The County has
been allocated $20,000,000 of the $100,000,000 policy limits under the FORA
PLL, and the Developer anticipates being allocated 50% of the County's limit, or
$10,000,000. FORA has financed the total premium payment for the FORA PLL
and the County has agreed to pay FORA the County's share of the premium
(including financing costs) in a series of installment payments over a period of
years. Based on the assumptions that the Developer will be allocated 50% of the
County's policy limits, and that upon taking title to the Site will become a Named
Insured under the FORA PLL, the Developer shall be obligated to pay to the
County 50% of the amount of each County installment payment to FORA not
later than fifteen (15) days after receipt of written notice from the County of the
amount of the installment payment then due. At the close of escrow, the
Developer shall be obligated to pay to the County or the Agency (as directed by
the County) 50% of the amount of any installment payments previously made or
currently payable from the County to FORA (as disclosed by the County not less
than fifteen (15) days prior to closing), and thereafter the Developer shall be
obligated to pay to the County or the Agency (as directed by the County) 50% of
the amount of each subsequent County installment payment not later than
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fifteen (15) days after receipt of written notice from the County of the amount of

the

installment payment then due.

3. Additional Land Payment.

a.

WO02-SF:FDM\61466910.9

Participation Payment. In addition to the Initial Land Payment, the
Developer shall make contingent Additional Land Payments to the Agency of
a portion of any residual proceeds from the Developer's horizontal
development and sale of buildable parcels of the Site ("Participation
Payment"), calculated in accordance with the financial model set forth in
Section 3.b., below, if available at the times described below (the "Agency
Participation Model").

Agency Participation Model. As used herein, "Completion of Development”
shall mean the occurrence of all of the following: (i) the sale by the Developer
of the last parcel or lot in the Site for vertical development (as evidenced by
close of escrow); and (ii) the completion by the Developer of all horizontal
improvements to the Site, including infrastructure and public improvements
and facilities that the Developer is required to provide or pay for (as
evidenced by one of more Certificates of Completion for such horizontal
improvement issued by the Agency pursuant to Section 320 of this
Agreement), and (iii) the incurrence by the Developer of all Project Costs (as
defined in Section 3.d., below) such that no further investment by Developer
is required for development of the Site under this Agreement and the
Development Approvals, and (iv) the receipt by the Developer of all Project
Revenues (as defined in Section 3.e., below). The Developer shall apply all
Project Revenues (as defined in Section 3.e., below) as follows: (i) first, to
first reimburse the Developer for all Project Costs; (ii) second, to pay the
Developer an amount of Unleveraged Cash Flow (as defined below) received
by the Developer up to but not to exceed the amount necessary for the
Developer to achieve its Target IRR (as defined below); and (iii) thereafter,
following Completion of Development, if any Unleveraged Cash Flow (as
defined below) remains after the Developer has achieved its Target IRR, to
make an Additional Land Payment (“Participation Payment™) to the Agency in
an amount equal to Fifty Percent (50%) of any such remaining Unleveraged
Cash Flow. If required and in the manner set forth in subsection g., below, the
Developer may be required to make the Participation Payment, if owed to the
Agency, in one or more partial payments (“Partial Participation Payments") in
addition to a final payment ("Final Participation Payment").

(i) "Unleveraged Cash Flow" means Project Revenues less Project Costs.

(if) "IRR" means the internal rate of return and shall be calculated on a
monthly basis using the Unleveraged Cash Flow as reflected in the template
attached hereto as Table 2 to this Attachment No. 4; provided that the listing
of categories of costs shall be deemed for convenience and shall not limit the
inclusion of applicable Project Costs as defined in subsection d. below. The
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monthly IRR shall be used to calculate an annual IRR for the project by the
following method, wherein MIRR is equal to the monthly IRR
(noncompounded) and AIRR is the annual IRR:

AIRR = MIRR (x) 12
(iii) "Target IRR" means the IRR of 22.5%."

Project Revenues received by the Developer and Project Costs paid by the
Developer during any month shall be deemed to be received or paid on the last
day of the month.

Intentionally Omitted.

Project Costs. "Project Costs™ means all direct and indirect third party out-of-
pocket predevelopment, planning, development, marketing and disposition
costs and expenses paid by the Developer pursuant to the Exclusive
Negotiation Agreement among the Developer and the Agency and the County,
and/or in implementation of and pursuant to the Option Agreement, this
Agreement and/or the Development Approvals to acquire, own, hold, develop
or sell all or any part of the Project, which costs shall include, without
limitation, all pre-development and pre-conveyance costs and post-
conveyance costs for items included in the Developer's Project Pro Forma (as
presented to the Agency), subject only to a combined limit on post-
conveyance sale and marketing and general and administrative costs of three
and one-half percent (3.5%) of Project Revenues (as defined in e. below), any
reimbursement or indemnification costs or fees paid to FORA or the Agency,
any CEQA mitigation costs, costs of investigation and remediation of
Hazardous Substances or other environmental conditions on the Site,
including insurance and indemnification in connection therewith, payments to
the Agency or County for fiscal neutrality, all CSD and CFD costs (including
formation and debt service) and other public financing costs, costs resulting
from litigation or administrative challenges to the Project, all reasonable
development fees, management fees (including costs of on-site employees
which are not included in general and administrative costs) or other amounts
paid by the Developer to Affiliates of the Developer or Members of Developer
for services rendered in connection with the Development; provided, however,
any amounts paid to Affiliates of Developer or Members of Developer shall
exclude any amounts that exceed the costs that would have been incurred by
the Developer had the Developer obtained the relevant services or goods from
a third party on an arms' length basis. Project Costs shall exclude (a) the
repayment of the principal and interest of any private loan obtained by the
Developer; and (b) any distributions, preferred return or other capital return to
the members of the Developer.

Project Revenues. "Project Revenues™ means all cash revenues actually
received by Developer or fixed amounts to be received by Developer from an
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Affiliated Homebuilder under an installment sale or other delayed or deferred
payment of any type or nature from (a) a sale, lease or other disposition (other
than any disposition by foreclosure or transfer in lieu of foreclosure) of the
Site or any portion thereof to a third party, or (b) any other event, contract,
service or other transaction of any type or nature generating revenues actually
received by Developer from any portion or all of the Site, excluding
management fees for construction of public facilities. By way of example and
not limitation, Project Revenues include rents, forfeited earnest money,
rebates, fees for the provision by Developer of utility and other services to the
Project of any nature, reimbursements, damage awards (net of costs of
recovery), insurance proceeds (net of costs of recovery), all proceeds received
by the Developer from the sale of CFD bonds and tax allocation bonds
(including proceeds to reimburse Developer for costs incurred), condemnation
awards (net of costs of recovery), income from granting easements or other
interests in or rights relating to the Site, and interest on Project Revenues to
the extent invested in interest-bearing accounts. Notwithstanding the
foregoing, Agency and Developer acknowledge (i) that Project Revenues shall
include, but not be limited to, all cash revenues actually received or to be
received by Developer, as provided above, from the sale of vertical lots to
homes ("Homesites™) to merchant builders, including, but not limited to, any
participation payments paid to Developer from merchant builders, if any,
along with revenues derived from the sale by Developer of other parcels for
vertical development ("Development Parcels™), and (ii) that Project Revenues
shall not include any revenues or profits from the construction and sale of
homes on any of the Homesites by any member of Developer (a "Member") or
any Affiliate (as defined in Section 3.1.(i), below) thereof, other than revenues
or profits, if any, paid as participation payments to the Developer.

Homesite and Development Parcel Sales Prices. The consideration for all
Homesites and Development Parcels sold by Developer shall be calculated as
set forth in this Section A.3.1.

(i) Sales to Non-Affiliated Third Parties. Any and all Homesites and
Development Parcels sold by Developer to a person or entity that is not a
Member or an Affiliate of a Member (a "Non-Affiliated Third Party") shall be
sold at a market rate ("fair market value") to be determined by mutual
agreement between Developer and such Non-Affiliated Third Party taking
into consideration comparable sales, if any, which have requirements to
commence and complete construction, restrictions on use and transfers,
including notification and insurance requirements and other conditions
imposed on buyers similar to those that are imposed on Non-Affiliated Third
Parties under this Agreement; provided, however, that Developer shall market
available Homesites and Development Parcels to potential third-party buyers
using those methods and practices customarily used by persons marketing
similar property under similar conditions in the same or similar locality. As
used in this Agreement, an "Affiliate” means any entity in which a Member,
either directly or indirectly, has any interest whatsoever.
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(i) Sales to Affiliated Homebuilders.

(1) Homesites. Any and all Homesites sold by Developer to an
Affiliated Homebuilder shall be sold at a price that is no less than
the fair market value, calculated using the methodology for
determining Residual Lot Value set forth in Table 1 to this
Attachment No. 4, in accordance with the following:

A. Base Home Price. Not later than 180 days prior to the first
anticipated sale by the Developer to an Affiliated Homebuilder
of a group of lots for a specific product category of market rate
homes, as provided in Section C. of Attachment No. 3, (herein,
for such group and each subsequent group of lots sold to an
Affiliated Homebuilder for a specific product category of
market rate homes in a Phase of the Project, a "Community" or
if there is a partial sale of lots in a specific category, a
"Subcommunity"), the Developer and the Agency shall
mutually agree upon a qualified marketing consultant with at
least ten (10) years experience in evaluating new residential
community values in the San Francisco Bay Area and in
Monterey County, California (the "Residential Marketing
Consultant™). The Residential Marketing Consultant may be
changed from time to time by mutual agreement of the
Developer and the Agency. The Residential Marketing
Consultant shall be responsible for preparing a report
determining the Base Home Price to be used in completing the
methodology used in Table 1 to this Attachment No. 4 to
determine Residual Lot Value for each Community or
Subcommunity, to be presented as a Final Report to the
Developer and Agency not later than thirty (30) days prior to
the sale of the lots in the Community or Subcommunity to an
Affiliated Homebuilder and establishing such Base Home Price
as of the date of the Final Report. By not later than ninety (90)
days prior to the sale by the Developer to an Affiliated
Homebuilder of the lots in a Community or Subcommunity, the
Residential Marketing Consultant shall present a draft report
and conclusions to the Developer and Agency, who each shall
have ten (10) business days following receipt of such draft
report to submit to each other their comments or objections to
the draft report, and, if there are comments and objections, to
meet and confer in good faith with each other and the
Residential Marketing Consultant for a period of not more than
fifteen (15) additional business days to mutually resolve such
comments or objections. Following the expiration of the meet
and confer period, the Residential Marketing Consultant, after
considering all such comments and objections, shall issue its
Final Report, not later than the time set forth above,
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determining the Base Home Price for the Community or
Subcommunity, which both the Developer and the Agency
shall be bound to accept for purposes of completing Table 1 of
this Attachment No. 4 to establish the Residual Lot VValue for
the Community or Subcommunity.

Options revenue shall be determined in accordance with

Table 1, annexed to this Attachment No. 4, width the exception
of moderate-income Inclusionary Housing and Workforce Il
Housing where Options Revenue shall not be included.

. Cost Deductions. From the Base Home Price for each of the

finished homes, the following costs (collectively, the
"Estimated Costs") shall be deducted:

(1)  Direct Building Costs. For Phase 1, average direct
building costs ("Direct Building Costs") will be projected
based upon actual direct building costs incurred by
William Lyon Homes (or an Affiliate thereof) for
Product Types of similar size and specifications, in the
San Francisco Bay Area, adjusted for cost differentials
attributable to prevailing wage requirements unless a
particular project is not subject to prevailing wages as
determined by the FORA and Department of Industrial
Relations, and adjusted for inflation based upon increases
in the RS Means Construction Price Index.

Alternatively, if such comparable detailed actual direct
building cost figures are not available, then Direct
Building Costs for Phase 1 shall be based upon actual
direct building costs for comparable Product Types of
similar size and specifications constructed elsewhere
within the area encompassed by the Fort Ord Reuse Plan.
Direct Building Costs shall also include final lot
improvements typically made by homebuilders
(including finished grading, landscaping and driveways
and fences). For Phase 2 and Phase 3, Direct Building
Costs will be based upon actual direct building costs
incurred by Developer for Product Types of similar size
and specifications within Phase 1, adjusted for inflation
based upon increases in the RS Means Construction Price
Index. In the event a particular Product Type in Phase 2
or Phase 3 is not included in Phase 1, then the Direct
Building Costs for such Product Type shall be projected
in the same manner as such costs are projected in

Phase 1.
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(i)  Option Costs. Option Costs shall be determined in
accordance with Table 1 annexed to this Attachment
No. 4.

(iii) Fees and Permits. Fees and permits will be calculated
for an average unit as estimated by the County in
accordance with the Development Agreement and
including but not limited to MCWD fees and connection
charges and MPUSD fees.

(iv) FORA Fees. FORA fees will be calculated based on the
FORA fee currently in force or with an adjustment for
the maximum increase to be estimated for the date of the
first building permit for each segment of Homesites and
as adjusted and reapportioned in accordance with Section
C of this Attachment No. 4.

(v) Other Costs. Other costs shall be determined according
to the methodology shown on Table 1 to this Attachment
No. 4.

Residual Lot Value. The fair market value of Homesites sold to an Affiliated Homebuilder shall
be the Residual Lot Value, determined in accordance with the methodology of Table 1 to this
Attachment No. 4; provided, however, that if a Community or Subcommunity to be constructed
by an Affiliated Homebuilder includes lots for moderate-income Inclusionary Housing units
and/or Workforce 1l Housing units, the Residual Lot Value for the Community or Subcommunity
shall be a weighted blended result of separate calculations as follows: (1) first, for the market
rate units in the Community or Subcommunity the Residual Lot Value (“Market Rate Residual
Lot Value”) shall be calculated under Table 1 of this Attachment No. 4 using the Base Sales
Price determined by the Residential Marketing Consultant; (2) second, for the moderate-income
Inclusionary Housing units, if any, are required in the Community or Subcommunity, the
Residual Lot VValue (Moderate-Income Residual Lot VValue), which may be positive or negative
amount, shall be calculated under Table 1 of this Attachment No. 4 wherein Base Price for both
revenue and costs is defined as the average income-restricted sales price (discounted for
continuing income restrictions on resale) at which those units will be sold to eligible households
in order to satisfy the requirements of the applicable Inclusionary Housing Agreement with the
County for such income-restricted units, but excluding Option Revenues and Option Costs from
such calculation; (3) third, for the Workforce Il Housing units, if any are required in the
Community or Subcommunity, the Residual Lot Value (“Workforce 11 Residual Lot Value”),
which may be positive or negative amount, shall be calculated under Table 1 of this Attachment
No. 4 wherein Base Price for both revenue and costs is defined as the average income-restricted
sales price (discounted for continuing equity sharing on resale) at which those units will be sold
to eligible households in order to satisfy the requirements of the applicable Workforce Il
Housing Agreement with the County for such income-restricted units, but excluding Option
Revenues and Option Costs from such calculation; and (4) the resultant Market Rate Residual
Land Value, Moderate-Income Residual Land Value (positive or negative amount), if any, and
the Workforce Il Residual Land Value (positive or negative amount), if any, shall be averaged
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together on a weighted basis according to the number of units in each category, and the resultant
number shall be the Residual Lot Value for the Community or Subcommunity. By way of
example: assume that the Community or Subcommunity includes a total of 50 lots, 30 of which
will be for market rate units with a Market Rate Residual Lot Value of $100,000, 10 of which
will be for moderate-income Inclusionary Housing units with a Moderate-Income Residual Lot
Value of [-$5000], and 10 of which will be for Workforce 11 Housing units with a Workforce 11
Residual Lot Value of $50,000. The resultant average Residual Lot Value for the entire
Community or Subcommunity shall be the product of the following equation:

Residual Lot Value equals:

((30 x 100,000) + (10 x [-5000]) + (10 x 50,000))
Divided by 50

Equals: 69,000

(2) Town Center Parcels. Town Center parcels shall be sold at a price
that is no less than the residual land value (the "Residual Land
Value", which shall be established by the Developer in its sole
business judgment and which shall be deemed the fair market
value) determined by the residual approach: taking estimated
rents/residential sales prices per an approved consultant's market
study, estimating capitalized value, using an eleven percent (11%)
return on costs for the retail or office portion and a residential
profit margin of nine percent (9%) of the residential sale price, and
deducting all development costs, provided that: (i) any developer's
fee/overhead in construction of the project shall not exceed 5% of
direct construction costs, and (ii) any annual management fee for
the operation of the project shall not exceed 3.5% of effective
gross income.

g. Progress Reports; Final Accounting; Timing of Participation Payment.
(i) As used in this subsection g.:

"1st Reporting Date" shall mean the last day of a 12-month period
commencing on the date that Developer has completed (as evidenced by close of
escrow) the second bulk sale of lots in Phase 2 for a particular Community or
Subcommunity) to a vertical developer-homebuilder (including, but not limited
to, an Affiliated Homebuilder).

"2nd Reporting Date" shall mean the last day of a 12-month period
commencing on the date that Developer has completed (as evidenced by close of
escrow) the second bulk sale of lots in Phase 3 for a particular Community or
Subcommunity) to a vertical developer-homebuilder (including, but not limited
to, an Affiliated Homebuilder).
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"Final Reporting Date" shall mean the last day of an 18-month period

commencing on the 2nd Reporting Date, plus extensions of said 18-month
period for the periods of any Enforced Delay under Section 604 of this
Agreement affecting the Developer and/or market rate residential homebuilders
which prevent or delay the sale by Developer of market rate units to
homebuilders on customary terms at reasonable prices consistent with fair
market value.

"Payment Date" shall mean a date that is sixty (60) days after a Reporting

Date.
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(i) On each of the 1st and 2nd Reporting Dates the Developer shall
submit to the Agency a report in the form, template and accounting
methodology to be agreed upon by the Agency and Developer prior to close of
escrow ("Progress Report™) which shall include, on a cumulative cash basis, a
summary of Project Costs (as defined in Section A.3.d., above) incurred and
Project Revenues (as defined in Section A.3.e., above) received by the
Developer, as horizontal developer, for the entire Project as of such Reporting
Date.

(iii) If a Progress Report submitted under (ii), above, shows that Project
Revenues received by the Developer has exceeded Project Costs incurred by
the Developer for the entire Project such that the Developer has exceeded the
achievement of its Target IRR, (as defined in Section A.3.b., above), the
Developer shall make on or before the Payment Date a Partial Participation
Payment (as defined in Section A.3.b., above) to the Agency from available
Unleveraged Cash Flow, subject to the Final Accounting (as defined in (iv),
below), in the following amount and manner: fifty percent 50% of the amount
by which the Developer's Target IRR is estimated to be exceeded in the
Progress Report (but, in the case of the 2nd Reporting Date only to the extent
not previously paid to the Agency and/or deposited into an escrow account
under this subsection (iii) pursuant to the Progress Report submitted on the 1st
Reporting Date) shall constitute and shall be paid and deposited by the
Developer as a Partial Participation Payment, as follows: (x) fifty percent
(50%) of the amount of such Partial Participation Payment shall be paid
directly to the Agency, and (y) fifty percent (50%) of the amount of such
Partial Participation Payment shall be deposited by the Developer into an
interest-bearing escrow account with an independent escrow holder mutually
agreed to by the Developer and the Agency, to be held by such escrow holder
and, following the Final Accounting (as defined in subsection (iv), below) to
either be released to the Agency in whole or in part to the extent the
Developer is not entitled to a refund of such amount as a result of the Final
Accounting (as defined in subsection (iv), below) or be refunded to the
Developer, in whole or in part, to the extent the Developer is entitled to a
refund of such amount under the Final Accounting (as defined in
subsection (iv), below).
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(iv) Upon the Final Reporting Date, the Developer shall submit to the
Agency a final report ("Final Accounting™) in substantially the form of the
Developer's Progress Report containing a final accounting and reconciliation
of total Project Revenues received by the Developer and total Project Costs
incurred by the Developer, as horizontal developer, for the entire Project, and
the IRR achieved by the Developer.

(a) To the extent the Final Accounting shows that the Developer's
Target IRR (as defined in Section A.3.b., above) is exceeded for the entire
Project, fifty percent (50%) of the Unleveraged Cash Flow available to the
Developer in excess of the amount required to achieve the Developer's Target
IRR (as defined in Section A. 3. b., above) shall constitute the amount of the
Participation Payment due the Agency. By not later than the Payment Date,
the Developer shall release to the Agency funds escrowed under subsection
(iii), above. To the extent the amount of the Participation Payment still
exceeds the sum of the Partial Participation Payments plus the sum of the
released escrow funds, the Developer shall make a Final Participation
Payment in the amount of such remaining amount to the Agency on or before
the Payment Date. To the extent that the sum of the Partial Participation
Payments plus the sum of the released escrow funds to the Agency exceeds
the amount of the Participation Payment, the Agency shall be entitled to keep
such excess amount.

(b) To the extent that the Final Accounting shows that the
Developer's Target IRR (as defined in Section A.3.b., above) is not achieved
for the entire Project, the Developer shall be entitled to withdraw from the
escrow account on or before the Payment Date all or such amounts as shall be
required to increase the Developer's Project Revenues up to an amount not to
exceed the Developer's Target IRR (as defined in Section A.3.b., above), and
the Agency shall be entitled to release of the amount, if any, in the escrow
account not withdrawn by the Developer, even though the Agency may have
received Partial Participation Payments and escrowed funds in excess of the
amount of the Participation Payment.

Dispute Resolution. Any dispute between the Agency and Developer arising
out of the provisions of this Section A. 3. shall be settled pursuant to the
dispute resolution process set forth in Section 513 of this Agreement.

Public Facilities.

Developer shall be responsible for providing an amount not to exceed $3,500,000,
indexed to the Engineering News Record Cost Index (as applied from the Effective Date of this
Agreement, the "ENR Cost Index"), for the design and construction of public facilities ("Public

Facilities") within the Project, including construction management services (if approved by the
County) on terms set forth in the Scope of Development (Attachment No. 9 hereto) specifically
relating to the fire station, library and Sheriff's substation (the "Mandatory Public Facilities").
Except as provided in Section 8 of Attachment No. 9, Agency shall be responsible for providing

WO02-SF:FDM\61466910.9

Attachment No.4
-10 -



an amount not to exceed $5,500,000 (indexed to the ENR Cost Index) for public facilities in the
Project, with priority to funding the Mandatory Public Facilities, as provided in Part H of this
Attachment No. 4.

C. FORA Fees.

The Developer and the Agency acknowledge that the FORA fees and/or assessments
("EORA Fees") for the Site must be satisfied, and that the imposition of those fees is reflected by
an existing lien on the Site, which lien may be discharged upon payment in full of the FORA
Fees. Subject to FORA concurrence, the actual payment of the FORA Fees may be redistributed
among units so that larger units pay higher fees than smaller units, provided that such allocation
generates the full aggregate amount required by FORA, and Developer may be given credit for
infrastructure constructed and/or financed directly by Developer or Agency, where such
infrastructure would have otherwise been the responsibility of FORA to finance and construct.
The County agrees to diligently pursue the inclusion by FORA in its CIP of those traffic
improvements designated as FORA's responsibility in the Combined Development Permit
Conditions of Approval.

At the request of the Developer, the Agency and County shall cooperate with the
Developer to obtain a comprehensive agreement with FORA covering, to the reasonable
satisfaction of the Developer and the Agency: (i) redistribution of the FORA Fees among units
on the Site, (ii) credit against FORA Fees for qualifying infrastructure provided by the Developer
or Agency, (iii) timing of payment of pro rata FORA Fees upon the issuance of building permits
for vertical construction, (iv) present or current removal of the FORA lien on the Site in
consideration of the obligations to pay FORA Fees pro rata at the time of and as a condition to
issuance of building permits for vertical construction on the Site, and (v) credits from FORA for
demolition costs. An executed agreement with FORA shall be a condition to close of escrow
unless and to the extent waived by the Developer. A copy of any such agreement upon its
completed execution shall be recorded and appended to this Attachment No. 4.

D. Offsite Infrastructure.

The Parties contemplate that off-site traffic improvements required in the implementation
of the Specific Plan will be included in the FORA CIP, and that credits against the FORA Fees
will be covered in the agreement with FORA referenced in C, above. The Agency and County
staffs shall work with Developer and FORA to obtain the inclusion of offsite traffic
improvements in the FORA CIP.

E. Community Facilities District (""CFD™).

1. Developer and County and Agency staff and consultants shall consider the
formation of a CFD, consistent with County CFD policies, to fund a portion of the cost of public
infrastructure installation required for development of the Project, equal to but not to exceed
Twenty Million Dollars ($20,000,000) in infrastructure costs, as an important element for the
economic feasibility of the development of the Site. It is also recognized that the formation of a
CFD for purposes of levying a special tax to partially fund the ongoing operations of a
Community Services District ("CSD") is an important component of satisfying the County's
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requirement for a fiscally neutral project based on a final Fiscal Impact Analysis as referenced in
Section K of this Attachment No. 4.

a. For purposes of a CFD to fund infrastructure, it shall be a condition of closing,
except as may be waived by the Developer in its sole and absolute discretion, that all
actions required to be taken by the County to initiate the formation of a CFD,
including a financing program, applicable to all parcels to be developed on the Site
(excluding only the deed-restricted very low and low income affordable residential
units and the public facilities) shall have occurred to the satisfaction of the
Developer.

b. For purposes of a CFD to levy a special tax for ongoing services, if a necessary part
of the Developer's financial program to provide a fiscally neutral Project, it shall be a
condition of closing that the Developer shall have initiated the actions needed to be
taken by the Developer in connection with the formation of a CFD, including
recognition by the Developer of its obligation to provide any reasonable credit
enhancement required for the issuance of CFD Bonds under County policies at such
time as CFD Bonds are proposed to be issued.

One CFD to address the purposes in a. and b. above is contemplated. The Developer
shall advance the costs for the formation of the CFD subject to reimbursement by the CFD.
County and Agency staff shall support the formation of a CFD in a timely manner, so as not to
delay the timely issuance of CFD Bonds when required by the Developer.

F. Community Services District (""CSD™).

Developer and Agency staff also agree that the formation of a CSD to provide ongoing
maintenance of certain elements of infrastructure is important to enhance the physical and fiscal
soundness of the Project and to achieving fiscal neutrality for the County (as further discussed in
Section K. to this Agreement). Because of the unique circumstances of Fort Ord, the Parties
have agreed that special State legislation will be required to facilitate the formation of a CSD. It
shall be a condition of closing, that, in the absence of an interim alternative financing
mechanism, steps needed to form a CSD shall have been initiated by the County to comply with
the Specific Plan Conditions of Approval for the formation of a CSD. The Developer shall
advance the reasonable costs for the formation (including LAFCO approval, if needed) of the
CSD to comply with the Development Approvals subject to reimbursement by the CSD. County
and Agency staff shall diligently pursue the enactment of State legislation and shall support the
formation of a CSD in a timely manner.

The total combined property tax burden on any developed parcel, including any overrides
and the special assessment burdens of the CFD and the CSD, shall not exceed 2.0% (exclusive of
HOA dues and assessments) of the assessed value. The low and very low income affordable
units and the public facilities shall not be subject to any liens related to the CFD or costs of the
CSD.

Following concurrence by the County Treasurer, the financial advisor to the County and

bond counsel, and subject to agreement on matters such as credit enhancement where required
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for the issuance of CFD Bonds, compliance with the County's policies on CFD formation, and
consistency with industry practices of land secured financing in California, Agency, in
cooperation with County and its Board of Supervisors, will agree to use its best efforts to
establish a CFD and a CSD on the entire Site as contemplated above. The Agency's and the
County's obligations hereunder are subject to the Developer's agreement, in the form of a
mutually acceptable Reimbursement Agreement, to advance all funds required to plan and
process the formation of a CFD and CSD, including but not limited to the fees and costs of the
County's and the Agency's financial advisor, subject to reimbursement of such costs from the
CFD and CSD, as applicable. Under the CFD, funds for infrastructure costs shall only be
disbursed to Developer in tranches that are tied to completion of discreet operable segments of
the public improvements. The Developer shall have the option to use or not to use the CFD
financing. In the event the Developer elects not to use the CFD financing, the Agency shall have
no obligation to repay to the Developer any advances for the CFD formation, except to the extent
that such advances have not been expended or otherwise legally committed or obligated to be
paid for costs incurred. Formation of a CFD and a CSD may be commenced by the County or
Agency and is subject to required public hearings and procedural requirements, and neither the
County nor the Agency shall be deemed legally bound to form either a CFD or a CSD, but
Agency and County staffs shall recommend to the Board of Supervisors that it take the actions
necessary to form the CFD and the CSD in a timely manner so as not to delay the closing.

The Parties agree that the formation of a CSD and/or CFD, as to improvements and
services to be financed, shall be accomplished in such manner as to satisfy, together with
additional funding sources that may be required, the requirements for the Project to be fiscally
neutral as to impacts on the County as referenced in Section K of this Attachment No. 4.

G. Historic District and Town Center.

1. Historic District

As a condition to conveyance, and to ensure that all historic preservation
requirements are met, Developer will comply with the Agreement and Covenant
for the Transfer of East Garrison Historic District (the "Historic District
Agreement"), dated as of August 3, 2004, between the SHPO and FORA and
recorded in the Records of the Monterey County Recorder on October 15, 2004 as
Document 2004110087, and Mitigation Measure [4.8.1-H] and Combined
Development Permit Condition of Approval No. 59. The Developer must also
provide infrastructure to all buildings in the Historic District, subject to the CFD
and CSD, as applicable to such buildings. Subject to Section H, below, Agency
agrees to make available to the Project for the rehabilitation of the Historic
District the net tax increment allocable to the Agency as set forth below in this
section.

The Developer will be legally obligated to expend directly or make available to
the Agency a total amount of $750,000, (indexed to the ENR Cost Index, as first
defined in Section B hereof), to fund the predevelopment expenses of the Historic
District on the following timetable: $150,000 in 2006, $300,000 in 2007 and
$300,000 in 2008.
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For capital costs (exclusive of capital costs for buildings to be devoted to public
use and owned after rehabilitation by public entities, which costs shall be deemed
part of the costs of the public facilities under Attachment No. 9 hereto) and
subject to Section H.c. below of this Attachment No. 4, the Agency will make
available up to but not to exceed $5 million (indexed to the ENR Cost Index, as
first defined in Section B hereof) in tax increment funds during the first year that
tax increment funds sufficient for major capital improvements to the buildings in
the Historic District are available, currently estimated to be FY 2008/09. The
Developer shall thereupon provide funds for major capital improvements to
buildings in the Historic District up to but not to exceed $1 million (indexed to the
ENR Cost Index, as first defined in Section B hereof, in the same percentage as
the Agency's $5 million), to be provided in an amount equal to Twenty Percent
(20%) of the amount made available for such purposes by the Agency. In
addition, upon completion of work on and occupancy of fifty percent (50%) of the
buildings in the Historic District, the Developer will contribute $250,000,
(indexed to the ENR Cost Index, as first defined in Section B hereof) to the
establishment of an endowment for the non-profit corporation described in
Section 3 of Attachment No. 9 hereto to cover the operating costs of the Historic
District. No other contributions will be required by the Agency or the Developer.
Nothing in this paragraph shall be deemed to impose an obligation on the Agency
or the Developer to perform any work or make any capital improvements to the
buildings to be retained in the Historic District.

The Developer, the Agency and the County agree to enter into an agreement with
Artspace to take title to the historic buildings and rehabilitate such buildings.
Agency has approved Artspace as the Developer and Operator of the Historic
District. Funds for the rehabilitation will be paid to Artspace upon a
demonstration, to the satisfaction of the Agency and Developer, that Artspace has
the technical, managerial and financial ability to complete the rehabilitation in
accordance with the covenants and conditions stated in the Historic District
Agreement between FORA and the SHPO.

2. Town Center

Pursuant to the Option Agreement, Developer has the obligation to construct
approximately 34,000 s.f. of neighborhood serving retail, civic and other
non-residential uses ("Town Center Construction Obligation™). Developer and
County recognize that the retail portion of the Town Center Construction
Obligation may not be economically feasible. Consequently if no residual value
is determined to exist pursuant to Section A.3.b.(ii)(2) of this Attachment No 4,
no value may be attributable to the town center mixed use parcels and any subsidy
which may be required from Developer to finance construction shall be
considered a Project Cost, as defined in Section A.3.d. of this Attachment No. 4.
Developer will install all the infrastructure necessary to service the Town Center
parcels, including the Town Center Park and parking lots. Developer may assign
its rights and obligations to develop the Town Center mixed-use commercial and
residential parcels (as described in Exhibit 2 to Attachment No. 9) to either
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Woodman Development Company, LLC ("Woodman") or a special purpose
affiliate of either the Developer or Woodman ("Assignee™).

An approximately 7,000 square foot Fire Station to be constructed on a site within
Phase 1 comprises a portion of the Town Center Construction Obligation but is
the subject of its own separate subsidy by Developer, described in Section 8 of
Attachment No. 9. At least 20,000 s.f. of the Town Center Construction
Obligation must have been completed prior to the issuance of the first Market rate
unit permit within Phase 3 of the Project and the remaining 14,000 s.f. of the
Town Center Construction Obligation must be completed prior to the issuance of
the last certificate of occupancy for the last market rate unit in Phase 3.

Prior to the first market rate unit building permit being issued in Phase 3,
Developer or Assignee shall post a completion bond with respect to any portion of
the Town Center Construction Obligation which is not completed or under
construction at that time.

Developer shall thereafter be allowed to continue to obtain all remaining building
permits and certificates of occupancy for the market rate units of the Project
without restriction. Timing of construction of the Town Center Construction
Obligation shall be subject to Enforced Delays under Section 604 of this
Agreement.

H. Tax Increment; Agency Assistance.

The Agency agrees to pledge and devote to the Project its share of the net tax increment
produced by the Project and allocable under State law to the Agency in the following priority
order:

a. First, to the Agency's actual annual costs of administering the Project Area, estimated
at the lesser of total increment or $300,000 escalated at 3% per year of non-housing
funds based on net increment after statutory pass-throughs.

b. Second, subject to priority a. above, and to availability, up to $48,469 (indexed to the
ENR Cost Index as first defined in Section B hereof) per very low income and low
income unit as requested by the Developer, up to but not to exceed in the aggregate
$9.5 million (indexed to the ENR Cost Index as first defined in Section B hereof)
solely for the purpose of subsidizing the costs related to vertical construction (hard
costs only, not including, by way of example, site preparation costs, infrastructure
costs, permits, fees and exactions) of the units in the